
9  Things 
You Need 
to Know 

Before You 
Invest in 
Bullion



Bullion coins are a popular 
investment—and to a growing extent, 
collectible—medium. But just what 

is a bullion coin? How is it different from 
any other precious metal coin? How can 
someone buy them? Are they a viable 
investment?

Coin World, with its decades of experience 
covering precious metals sales and markets, 
answers these and other questions for you 
so that you can make money as a successful 
bullion investor, and have great knowledge 
of an important part of the numismatic 
hobby.  



Based on the dictionary definition, the term “bullion coin” seems 
contradictory. 

For our purposes, “bullion coin” must meet both of these criteria:
1. a noncirculating legal tender coin
2.  intended to sell for its precious metal content (rather than for face 

value or at a collector premium)
Gold and silver bullion coins are by far the most common, but 

platinum and even palladium bullion coins are available too.
The price of gold and silver bullion coins varies with the daily price 

of gold and silver and they can be bought and sold around the world 
through organized financial markets. Bullion coins are primarily 
intended for consumers interested in the intrinsic value of the metal, 
while other coins, such as commemoratives for example, are marketed 
on the basis of their potential rarity or collector appeal. (However, many 
collectors collect American Eagle silver bullion coins and similar pieces 
as collectibles rather than as purely investment coins; that’s OK, too.)

Bullion coins are issued in a variety of weights, and the issuing 
government guarantees their purity. Unlike some gold and silver bars, 
gold and silver bullion coins do not require an assay when they are 
bought and sold. Traditionally, a gold or silver bullion coin is minted 
in quantities to meet demand and the design remains consistent from 
year to year.

bul•lion
/’booly en/
noun

1. uncoined precious metal of precious metal fineness.

(
1.  What is a bullion coin?



2.  Why do people 
buy bullion coins?

It’s not just because they’re bright and shiny. (Though 
for some that definitely might be part of it.)

Bullion investing has historically been viewed as 
a hedge against the unpredictability of the overall 
economy. 

Let’s take gold.
Gold is valuable. That is based on the fact that we 

know there’s not a lot of it, and we know it is appealing 
to people. So while the health of someone’s investments 
in the stock market is subject to the performance of the 
companies invested in, gold is a known commodity 
with a value that, while it does fluctuate over time as 
we’ll explain later, generally does not fluctuate with the 
suddenness that a company’s stock can.

So someone who takes a lot of risk in the stock 
market might want to set aside some of their capital in 
bullion coins, which traditionally do not have wildly 
fluctuating values. Or if someone is not a big investor 
but wants to protect their money against inflation and 
other products of a changing economy, bullion coins 
might be an option.

Plus they’re bright and shiny.



3.  How does the bullion 
market work?

The bullion coin market differs from the numismatic market to which many 
collectors are accustomed. The bullion coin market operates in a tier system 
structured something like a pyramid, with the issuing authority at the top. The 
issuing government produces and then distributes the coins in large quantity 
through a narrow system of large distributors. These distributors in turn sell 
to wholesalers, who sell to a network of retailers, who then sell to the public. 
There is, of course, nothing to prevent a distributor or wholesaler from also 
being a retailer.

At each step down on the pyramid, the field widens. Let’s say, hypothetically, 
a government sells to 10 distributors. Each distributor sells to 10 wholesalers, for 
a total of 100 wholesalers. Each wholesaler then sells to 10 retailers, for a total of 
1,000 retailers. This tiered distribution system is often referred to as the “pipeline.” 

The most important function of the distribution system is in providing a buy-back 
market. Bullion coins are investments; investments must have a degree of liquidity. 

Governments sell coins into the pipeline but will not buy them back. Selling 
the bullion coins through a network of private dealers enables a ready two-
way market. 

Large distributors absorb buy-backs ; at the same time they hedge their 
positions in the marketplace and hold the coins until the market turns 
favorable. A small dealer, such as a coin shop or local bank, would place a 
serious strain on its liquidity if it were compelled to buy and hold coins from 
an investor taking a profit. And investors would not likely purchase coins for 
investment that could not be resold for profit.

A general rule to keep in mind when buying bullion is that the further down 
the pipeline you are when making your purchase, the higher the premium 
you will likely pay, as, at each level, the sellers add to the premium to sell the 
bullion at a higher price than they purchased it.



4.  What does a 
bullion coin’s 
face value 
mean?

Not much, actually. 
While the face value on a bullion 

coin is determined by the government 
mint issuing it and does mean it can 
be exchanged as legal tender for that 
amount, the true value of a bullion coin 
is in its material, and that true value 
can fluctuate based on the state of the 
market for that material. 

An example is the U.S. Mint’s 
American Eagle 1-ounce silver bullion 
coin. The face value on the coin is $1. 

A silver dollar, right? Not exactly. 
While you could legally exchange 

your American Eagle silver bullion coin 
for $1 worth of goods, it wouldn’t be the 
smartest idea. That’s because the ounce 
of silver that composes the coin is worth 
closer to $15 these days. 

So instead of paying for a candy bar 
with that silver American Eagle, go sell 
it for what the silver is worth and buy 
the whole box of Snickers.



5.  So how can 
regular 
people 
looking to 
invest buy 
bullion coins?

Bullion coins can be bought through a 
government mint’s authorized purchasers, 
or at the next level, a wholesaler, retailer, 
or individual who bought coins within 
the aforementioned pipeline. Just be sure 
to keep in mind those general rules we 
mentioned about pricing premiums.

The United States Mint provides has 
a searchable online database of United 
States Mint bullion coin dealers.

http://catalog.usmint.gov/bullion-dealer-locator
http://catalog.usmint.gov/bullion-dealer-locator


6.  What are bullion coins I can buy today?
Popular government mint bullion is issued all over the world. 

Here in the United States, the U.S. Mint offers its authorized 
purchasers a number of different bullion-buying options. 

Those include American Eagle gold, silver and platinum 
bullion coins. 

American Eagle silver bullion is available only in 1-ounce 
coins, while the gold version is available in 1-ounce, half-
ounce, quarter-ounce and tenth-ounce coins. 

The U.S. Mint also offers its American Buffalo gold bullion 
coins, which feature the design of the famed Indian Head 5-cent 
coin (also known as the “Buffalo nickel”), as well as 5-ounce 
silver bullion versions of its America the Beautiful quarters. 

Up north, the Royal Canadian Mint offers its gold and silver 
Maple Leaf bullion coins. The Royal Mint’s Sovereign series, the 
Austrian Mint’s Philharmonic series, the Royal Australian Mint’s 
gold Kangaroo and silver Kookaburra series, and the South 
African Mint’s Krugerrand series are also among oft-purchased 
bullion coins.

Most of these popular bullion issues have been struck every 
year for decades, and like circulating quarters, nickels and 
dimes, the year in which they are produced is struck onto the 
coin. 

While the date on a circulating coin, a big factor in 
determining a coin’s rarity and value, is of major significance to 
a collector considering an addition to his or her collection, it is 
usually of less importance in bullion investing. That’s because, 
as mentioned above, the true value of the vast majority of 
bullion coins is not in their rarity, but in the precious metal they 
contain.

So unless you’re a collector in search of rare coins, in which 
case some bullion issues would be of interest, bullion coins 
should not be viewed as more or less valuable based on the 
year they were struck.

Before buying bullion coins, you should have a good idea of 
what the price of gold, silver or other precious metal is, as well 
as how that metal has performed over time.



On March 17, 2016, Kitco.com reported the price of gold to 
be around $1,263 per ounce, and the price of silver to be $16 
per ounce. But are those prices high, or low? The answer 
lies in historical comparison.

Let’s start with gold. That $1,263 per ounce price is several 
times more than it was 20 years ago. At the beginning 
of October 1995, according to Kitco, that price was right 
around $383. So in the long view, the price of gold is up big. 
Shorter-term, however, is a different story. In the wake of the 
2008 economic collapse, gold prices rocketed from about 
$700 per ounce up to over $1,800 in the second half of 2011. It 
was downhill from there, with the price of gold falling over 
time to around the $1,100 mark in 2015.

To the delight of gold bugs, the price has posted a sizable 
increase in 2016. It began the year at $1,082.25 per ounce and 
ended the day March 15 at $1,232 per ounce. The high point for the 
price of gold was the $1,277.50 per ounce close recorded March 4.

If you bought big on gold 10 or 20 years ago, you’re 
up. If you bought big near the beginning of the economic 
downturn, you’ve taken a hit.

Silver has experienced a very similar rise and fall. Back 
in October 1995, the month began with the price of silver at 
around $5.40 per ounce. That price spiked again with the 
economic crisis and was up to nearly $46 per ounce in early 
2011, nearly triple its current value. So, like gold, silver is up 
big in the long term, but down sharply in the short term.

7.  How is the precious metals market performing?



The effects of the 2008 economic collapse detailed above 
highlight bullion’s ties to global economies. That said, it’s 
anybody’s best guess. And those guesses go both ways. Again, 
let’s look at gold.

Some, like Forbes contributor Ky Trang Ho, expect the price 
of gold to fall in the long term. She wrote in her July 2015 post 
“The Loathsome Truth about Gold And Why It Should Crash 
40% More” that financial bubbles “appear to be the new 
normal” and investors realizing that will stay away from gold, a 
traditional safe haven in times of turmoil.

Kitco.com’s Kira Brecht sounds a more optimistic tone in her 

August 2015 post “Looking To Buy ‘Low’ In Gold: The Time May 
Be Near.”

Among the possible “catalysts” for a rising price of gold, 
according to Brecht, are current lower gold mining production 
(at a time when the price of gold is weak), and “concerns about 
global monetary policy actions” that would result in exactly the 
kind of safe haven buying pattern Ho doesn’t see returning.

“A myriad of potential factors are seen which could create a 
tipping and turning point for gold ahead,” Brecht writes.

So how will the markets change in the future? The answer 
depends on the person you ask.

8.  What’s going to happen going forward?



9.  How can I stay up to date on 
bullion news and values?

To be a successful bullion investor, you need the best information.
Whether it is sales reports, updates on market demand, or profiles of new 

releases worldwide, Coin World has made it easy to get all the important breaking 
news related to bullion coins, delivered by an unrivaled editorial team of experts 
with nearly 100 years of combined experience reporting on numismatics.

Online and in print, Coin World has you covered:

•  Our renowned weekly and monthly  
Coin World magazines available in both print and digital formats.

•  CoinWorld.com, home to over 5,000 free  
coin articles and updated daily.

•  Our free email newsletter, which 
delivers personalized numismatic 
news and valuation information 
directly to your inbox.

•  Our engaging and informative 
Facebook and Twitter pages.

•  A community of thousands 
of collectors who share your 
passion and interests.

http://www.coinworld.com/contact-us/subscribe.html
http://www.coinworld.com/contact-us/subscribe.html
http://www.CoinWorld.com
http://pages.amosdigital.com/signup/
http://www.facebook.com/coinworld
http://www.twitter.com/coinworld


Before the South African Krugerrand, 
before Canada’s Maple Leaf and before 
the American Eagle, perhaps the world’s 

best-known bullion coin was the Austrian taler of 
Empress Maria Theresa. It is widely recognized 
as the first bullion coin. Since the time of her 
death in 1780, restrikes of a 42.5-millimeter, .8333 
fine silver taler dated 1780 depicting her portrait 
have been minted by at least 15 mints, most of 
them outside Austria. 

The taler coin long has been accepted 
internationally, not only in Europe, but in areas 
of the world where a firm local coinage did not or 
does not now exist. In particular, these included 
southeastern Africa and the countries around 
and including Saudi Arabia. The Maria Theresa 
taler can be found with chop marks and other 
banker test marks, indicative of a coin that was 
accepted in international trade. It was not the 
only coin that enjoyed wide acceptance but it is 
by far the best known. 

BONUS CONTENT:

A Brief History
of Bullion



The Republic of South Africa in 1967 struck 
50,065 pieces of a coin called the “Krugerrand,” 
which features the likeness of Paulus Kruger, a 
prominent South African statesman. The .917 fine 
gold Krugerrand has a gross weight of 33.9 grams, 
having other metals alloyed with the gold. The 
Krugerrand contains a full ounce of gold.

Through 1969, South Africa struck fewer than 
50,000 pieces annually. In 1970, the mintage jumped 
to 242,000, including for the first time 10,000 Proof 
versions. From 1971 to 1973, Krugerrand mintages 
hovered around half a million pieces, with fewer 
than 10,000 Proof coins produced annually.

In 1974, the mintage for the bullion coin jumped 
to 3,180,075 pieces. This jump, which was to be 
sustained for the next decade, is attributable in 
large part to a single act—the Aug. 14, 1974, signing 
by President Gerald Ford of legislation lifting a 40-
year ban on the ownership of gold by United States 
citizens, effective Dec. 31.

During the 1980s, the world economy and political 
conditions influenced the demand for gold bullion 
coins. 

Intergold, as the International Gold Corp. was 
known in the marketplace until its reorganization 
in 1986 into the Gold Information Center, was the 
marketing arm of the South African Chamber of 
Mines, the semi-official consortium responsible for 
distribution of the Krugerrand.

Intergold established offices worldwide with the 
goal of educating the investing public about gold in 



general, bullion coins especially and Krugerrands 
specifically. The measure of Intergold’s success 
can be seen in that during the early 1980s, the 
Krugerrand commanded as much as 80 percent of 
the world’s gold bullion coin market.

But two factors in 1984 and 1985, beyond 
Intergold’s influence, combined to bring down the 
Krugerrand as the undisputed king of bullion coins. 
First, the price of gold stayed relatively flat and 
many investors shied away from tangibles. Second, 
and perhaps most devastatingly, the Krugerrand 
became identified as a symbol of South Africa’s 
apartheid policy of racial discrimination.

It was perhaps inevitable that, when no fewer 
than 10 pieces of legislation introduced in the 
U.S. Congress in 1985 called for some restriction 
on the importation of Krugerrands into the United 
States, President Reagan signed an executive 
order banning the import of Krugerrands effective 
Oct. 11, 1985. No restrictions were placed on 
Krugerrands already trading within the United 
States.

However, the death knell had sounded. By 
late 1985 and early 1986, nearly every major 
market for the Krugerrand had been affected 
by government bans or banking agreements. 
Krugerrands were still traded by bullion coin 
investors, but the net effect of the prolonged 
debate about the morality of South Africa’s 
policies and the destabilizing effect of months of 
doubt severely dulled the coin’s sheen. The Royal 



Canadian Mint, which had introduced its Maple 
Leaf .9999 fine gold bullion coin in 1979, was 
ready to grab the throne. 

In 1984, despite growing pressures against 
South Africa, the Krugerrand still held about two-
thirds of the gold bullion coin market worldwide. 
By early 1986, that distinction belonged to the 
Maple Leaf.

Sales of American Eagle gold bullion coins began 
in October 1986 and the American Eagle quickly 
became the world’s leading gold coin. The British 
Britannia, Australian Nugget and other coins soon 
followed into the market. Some analysts predicted 
a 10-million-ounce-per-year market for gold bullion 
coins. However, they neglected to consider other 
changes in the financial markets. 

By the end of the 1980s, the Canadian Maple 
Leaf had regained market dominance from the 
American Eagle, in large part because of demand 
for the pure gold Maple Leaf in the markets of 
Hong Kong and Japan (American Eagle gold coins 
contain alloyed metals, though each coin contains 
a full amount of pure gold). There the price of gold 
was low because of the extraordinary strength of 
the local currencies. But at the same time, North 
American and European demand for gold bullion 
coins declined because of the lack of inflation in 
the U.S. economy and the higher returns available 
from equity investments. As a result, overall sales 
of gold bullion coins in the latter part of the 1980s 
declined.



Market makers responded to this decline by 
repositioning bullion coins as both a bullion coin and 
a numismatic coin. In 1990, the Australian Nugget 
was reintroduced as the Kangaroo Nugget and 
its mintage was limited. The Chinese Panda was 
similarly marketed with limited mintages. Canada 
and the United States both began to rely on their 
Proof issues to supplement their regular marketing 
programs. The Krugerrand was relaunched in the 
United States in October 1999 with coins dated 2000. 
Officials of Rand Refinery Ltd., the company that 
issues the bullion version of the Krugerrand, said the 
relaunch of the coin in the United States was due to a 
surge in demand for gold bullion.

Silver bullion coins enjoy continued success. The 
American Eagle silver bullion coin, a 1-ounce pure 
silver dollar, is one of the world’s most popular 
silver coins. The governments of Australia, Austria, 
Canada, China and Mexico issue similar coins. 
Demand for these affordable coins continues 
unabated, in part because the silver bullion 
coins are less expensive than gold bullion coins. 
Silver investment demand is centered in North 
America, and because of the coins’ low cost in 
comparison to gold and platinum, a large gift 
market has developed, though retailers entering 
the second decade of the 21st century reported 
some resistance from casual buyers when the 
price of silver leapt well beyond $20 an ounce, 
even surpassing $48 for a time. However, at current 
levels, demand is quite strong.



Can you repeat that 
closing pitch again?

To be a successful bullion investor, you need the best information.
Whether it is sales reports, updates on market demand, or profiles 

of new releases worldwide, Coin World has made it easy to get all 
the important breaking news related to bullion coins, delivered by an 
unrivaled editorial team of experts with nearly 100 years of combined 
experience reporting on numismatics.

Online and in print, Coin World has you covered:

•  Our renowned weekly and monthly  
Coin World magazines available in both print and digital formats.

•  CoinWorld.com, home to over 5,000 free  
coin articles and updated daily.

•  Our free email newsletter, which 
delivers personalized numismatic 
news and valuation information 
directly to your inbox.

•  Our engaging and informative 
Facebook and Twitter pages.

•  A community of thousands 
of collectors who share your 
passion and interests.

http://www.coinworld.com/contact-us/subscribe.html
http://www.coinworld.com/contact-us/subscribe.html
http://www.CoinWorld.com
http://pages.amosdigital.com/signup/
http://www.facebook.com/coinworld
http://www.twitter.com/coinworld

